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RECENT QUOTATIONS LOCAL REVENUES 


“Cities can longer content balance their budgets annually 
increasing property taxes. New revenues must found; older revenue 
sources should reviewed and strengthened and made more equitable. 
Persons receiving some public services without charge less than 
cost should pay full costs. Worthwhile adjustments can made fees 
and service charges. Licenses can more productive. Admission, cig- 
arette, hotel and utility taxes offer substantial yields. The really large 
tax sources, addition better administered property tax, are busi- 
ness licenses based volume, application the pricing system, local 
income payroll taxes and local sales Chatters, “New 
Municipal Revenues for New Municipal Expenditures,” Proceedings 
the American Municipal Congress 1960; excerpted the National Civic 
Review, (June, 1961). 


“Many people believe that local governments are ‘broke.’ widely 
reported that municipal officials are running out tax gimmicks, run- 
ning out property tax, maybe just running out popular willing- 
ness raise more taxes. 


“There are two propositions that fly the face current comment 
about ‘the metropolitan problem.’ 

“One that local governments are not broke; they just think they are. 
They are like rich man who cannot remember where 
riches. Our metropolitan cities and suburbs are bankrupt all right but 
not resources. They are bankrupt, most them, imagination, or- 
ganization, leadership and will. 

“The other proposition that the federal task these 
circumstances not primarily put the money the local govern- 
ments cannot find but join the search for more and better sources 
local government Cleveland, “The Municipal Bal- 
ance Sheet: Balancing Urban Needs and Financial Resources,” Proceed- 
ings the American Municipal Congress 1960; adapted the National 
Civic Review, (March, 1961). 


the proportion local government financing supplied inter- 
governmental revenue has actually declined somewhat the past 
decade. 

must also recognize that the bulk local intergovernmental 
revenue comes from the States, rather than from the Federal Govern- 

“Even presuming, then, that local revenue from State and Federal 
grants will continue grow amount, seems unreasonable expect 
that this trend will materially outpace the upward rate local govern- 
ment’s total revenue Manvel, Address before 
the 54th Annual Conference Taxation the National Tax Association, 
Seattle, September 1961. 
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Financing the Modern City* 


MABEL WALKER 
Executive Director, Tax Institute, Incorporated 


Some YEARS AGO when, graduate student The Johns Hopkins 
University, was trying gather material for study municipal expendi- 
tures, used consider the Baltimore City Hall laboratory. persist- 
ently did attend meetings the Board Estimates and the City Council 
that the ugly and completely unfounded rumor was circulated that was 
underground representative the opposition political party. 

result attending those meetings became keenly aware the tre- 
mendous pressures that converge upon the City Hall and glimpsed something 
the difficult burdens the mayor trying balance one urgent need 
against another when there never enough revenue around; and 
trying determine equitable tax program when every tax bears painfully 

upon some group citizens. 

There one our country more seriously concerned with the tax prob- 

lem than the mayor. vigorously wrestling with extremely difficult 
problem. salute him. 

The problems which impressed being tremendous 1929 and 1930 
when was working dissertation have now become immeasurably 
greater. the revenue side, knew where were then. were 
dependent almost entirely the property tax, and that was that. the ex- 
penditure side also, the problems were less serious than present. But the 
last three decades the city has lost its way. has been successively over- 

whelmed the greatest depressions and the greatest wars. has 
been disrupted vast population changes and technological, economic, 
and sociological changes great magnitude. 

The city has spilled over its legal boundaries. The central city, which consti- 
tutes the legal framework, has had population, industries, and retailing activi- 
ties lopped off. has had in-migration new residents, frequently lower 
income status and consequently giving rise more welfare demands. School 
children have arrived hordes where school buildings were nonexistent 
inadequate, and have sometimes deserted the areas where buildings existed. 
Problems transportation, water supply, and sanitation have become increas- 
ingly difficult. 

Where can the money found meet all these problems? How can 
finance the modern city? 

might pertinent ask first have achieved the modern city. 
seems rather that are transitional phase and that the type city fit 
our modern needs has not yet been delineated. for government officials, 
lawmakers, and political scientists determine what the pattern the modern 


Address before the Annual Conference the United States Conference Mayors, 
Washington, D.C., June 12, 1961. This address has also been published the Con- 
ference proceedings, City Problems 
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city should be. For those the tax field, however, action cannot 
deferred until these groups devise, and public opinion accepts, appropriate 
solution. 

Important changes take place slowly—particularly so, seems, the field 
local government. What can done the interim meet these pressing 
revenue needs? are caught the horns dilemma. the one hand, 
ironic that the cities, wherein most the wealth the country found, 
should painfully limited available resources. the other hand, 
may demanding help from Washington our own peril. For every dollar 
received from either the state federal capital the city taxpayer pays dearly 
and further weakened for responding the firsthand demands the city 
directly. 

jealous for the cities. want see them strong and virile and able 
meet their problems. believe that the United States needs three-level gov- 
ernment: strong cities and counties great foundation-level for local prob- 
lems; strong states meet state problems; and strong federal government for 
the truly national problems. 

Where can our cities get the necessary revenues? There are not many local 
revenue sources from which substantial amounts can obtained. 

For almost years people have been coming the Tax Institute ask 
what tax could imposed finance this, that, the other worthwhile pur- 
pose. The layman seems think that anyone specializing taxes should 
able think some nice new, hitherto unheard of, tax that would yield vast 
amounts revenue and would not hurt anybody. Now, you and know there 
such animal. begin with, there are very few taxes that are major 
revenue producers, and none them are painless. are confronted with 
harsh and difficult choices. The trick pulling white rabbit from magician’s 
hat outmoded. There sleight-of-hand this business. anything ade- 
quate done, will both difficult and painful. 

The four most productive sources local revenue are property taxes, flat 
rate income taxes, retail sales taxes, and service charges. 


PROPERTY TAX 


The great standby the city revenue system has been, and is, the property 
tax. believe will continue be, but also believe that needs considerable 
overhauling. 


The problems face with respect the property tax fall into four main 

categories: administration, jurisdiction, scope and basis, and emphasis. 
Administration 

Much progress has been made improving the administration the prop- 
erty tax, but much still remains done. The International Association 
Assessing Officers has furnished dynamic leadership this connection. 
Jurisdiction 


There are many knotty problems jurisdictional nature, particularly 
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states where there are myriads local governments, many them overlapping. 
Some you come from cities with overlapping county and school district 
units. some urban areas there are even more overlapping units. The number 
and the overlapping these units greatly complicate the administration the 
property tax and bring about many inequities. One the many undesirable 
by-products this situation the sharp competition for industrial enterprises 
among small and neighboring units. 


Basis and Scope 


There are also problems settled with respect the basis and scope 

the property tax. some states only real property taxed. other states 
attempt made tax personal property, but some them exempt certain 
categories tangible intangible property. satisfactory way assessing 
household personalty has yet been devised and the attempt tax such per- 
sonalty has been given many places. Taxation business personalty has 
been frequently denounced unfair burden upon industry. Other types 
personal property taxation have also come under heavy fire. The whole area 
the basis and scope property taxation needs considerable study. 


Emphasis 
addition problems administration, jurisdiction, and basis and scope, 
need consider the matter emphasis. Are putting too great share 


the revenue load upon property? Should turn supplementary local 
taxes, and so, what should they be? 


INCOME TAXES 


Some cities have answered this question turning the flat rate local 
income tax. Philadelphia led the way with this tax 1939. present approxi- 
mately 300 cities, villages, and boroughs impose taxes this nature. Almost all 
them are found Ohio and Pennsylvania. Nine Kentucky cities and St. 
Louis also impose income taxes. Rates are usually per cent less. The 
Philadelphia rate per cent. 
The flat rate local income tax deserves serious consideration several 
counts: 


the most productive the local nonproperty taxes. 

the only new type tax any consequence that has been developed 
the cities. The other nonproperty taxes utilized are adaptations taxes cur- 
rently being used states. 

represents the most effective means obtaining support for the central 
city from persons who earn their living the city but live outside its boundaries. 


There are some serious counts against it: 


painful tax. speak with some feeling this subject once had 
the rather unusual, and certainly unappreciated, distinction simultaneously 
paying three different income taxes: the federal government, New York State, 
and Philadelphia. But deceive ourselves hope find productive tax 
that painless. hurts pay taxes, both economically and psychologically. When 
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taxes are some extent concealed, the pyschological hurt may less, but the 
economic injury likely greater. Moreover, very hard conceal the 
impact productive tax. 


The local income tax opposed both arch conservatives, who dislike any- 
thing resembling tax incomes, and the ultra liberals who object because 
not graduated. Some the latter would not object local use graduated 
income tax, local supplement graduate state tax. seems unlikely, how- 
ever, that graduated tax will imposed and ever imposed, 
would expect repealed rather shortly. The cities are too vulnerable econom- 
ically. The more prosperous individuals and enterprises that would bear the heavier 
rates could too readily leave the city. The effect would probably the same 
city imposed supplement graduated state income tax. 


Although moderate use flat rate income tax might justified the 
part large city, even large and wealthy county, the situation seems 
quite different the case smaller cities, rural counties, townships, and 
school districts. 


SALES TAXES 


The retail sales tax the second most productive the local nonproperty 
taxes. New York City pioneered with this tax 1934 and New Orleans 
adopted 1936. The tax has spread rapidly since the war and now being 
utilized more than 1,700 cities and villages, well some counties and 
districts. About cities 25,000 population over impose retail 
sales taxes. More than 1,600 are found the smaller cities and villages. 

The city sales tax development confined about dozen states. Four 
states—California, Illinois, Mississippi, and Utah—account for more than 1,600 
the 1,700 sales taxes. There are more than 1,100 Illinois alone and over 
350 California. obvious from these statistics that number quite 
small places and California are using the tax. The widespread use 
local sales taxes these states due the legislative provision for state ad- 
ministration the tax. Rates the smaller places are usually set 
per cent per cent. New York and few other cities have per cent rates. 

evaluating taxes, well keep mind that tax wholly desirable, 
some extent are faced with choice evils. The sales tax very 
productive and can administered with reasonable degree efficiency. 
frequently claimed that the sales tax stable revenue producer. This 
incorrect can readily seen from examination sales tax yields over 
number years. Since the tax based upon sales, the yield varies with the 
amount sales, going good years and down bad years. 

There are many critics sales taxes the grounds equity. The tax 
regressive tax, more from the small income than the large. The regres- 
sivity mitigated the exemption certain necessities, particularly food. 
Such exemptions, however, reduce productivity and also increase administra- 
tive difficulties. 

Perhaps even more serious disadvantage the tax that penalizes 


Washington, tax more comparable state tax. 
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local retailers. With the present trend retailing regional shopping centers, 
frequently beyond the city limits, and with the ever-growing mobility 
shoppers due increased use the private automobile, the injurious impact 
the local sales tax increasingly serious. state county basis the effect 
usually less pronounced although much depends upon the nature the 
competition the adjacent nontaxing areas. 


NONPROPERTY TAXES 


The third most productive nonproperty tax based the gross receipts 
business enterprise. used number cities, usually low rate. 
Sometimes classified tax imposed with different rates for different busi- 
nesses. Because great variations profit margins gross receipts tax 
highly inequitable its effect business enterprises. imposed more 
than very low rate could quite injurious. 

number taxes are levied the sales selected commodities. The com- 
modities most frequently singled out for taxation are, the order named: 
admissions and amusements, cigarettes and tobacco, gasoline, and alcoholic 
beverages. 

Taxes motor vehicles are productive and relatively popular. The base 
the tax varies. Some the more common bases are flat amount per vehicle, 
weight, capacity, size, horsepower, wheels, and value. some states motor 
vehicles are taxed personal property. Such taxes, however, are classified 
property taxes. 

Several other taxes are being used cities, but are generally minor revenue 
producers. 


SERVICE CHARGES 


Charges for governmental services constitute important and growing 
source revenue. Sometimes these services are furnished intergovern- 
mental basis, with large city county supplying water, sewerage, police 
and fire protection, and other services other units. 


ARE Not THE GOAL 


Before bringing close this quick survey city taxes, would like 
comment briefly current trend that find somewhat disturbing. 

Are trying fit the economy our local tax system instead adjust- 
ing the tax system the economy? 

Far from downgrade the subject matter from which earn 
living, but sometimes wonder are not placing taxes too high 
pedestal. should not gauge everything its tax effect. There are things 
that are more important community than the tax yield. 

Which should set our goal: economic and social welfare high tax 
yield? With economically and socially healthy environment, alert com- 
munity that granted sufficient leeway the state should able pro- 
vide the necessary revenues, but downgrade community will have difficult 
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time taxwise, whatever does. put the major emphasis tax produc- 
tivity, rather than the community well-being, may find that have 
lost both. 

three specific types cases where new projects are under consideration, 
find major emphasis being put the effect the development tax 
yields. Instead asking, “Is this development good for the community?” 
find ourselves asking, hat will this the tax rate?” 


First, find suburban communities considering whether desirable per- 
mit attract industry order keep down taxes homes. 

Second, find communities attempting devise restrictions that will keep out 
families with school age children, also because tax considerations. Large lot 
size requirements and prohibitions against mobile home centers are two favorite 
devices. 

Third, find city planners making elaborate cost-revenue studies for different 
sections the city, deciding that some sections show tax surplus and others 
show tax deficit, and suggesting that therefore the city should follow this 
that plan development order boost tax revenues. 


believe that such attitudes represent narrow, restricted approach, and will 
not conducive maximum community welfare. matter fact, 
pursue them their ultimate and logical conclusions, would eventually 
end the suburban areas with communities that are sharply segregated 
according economic status and considerable extent age groups. 
have already gone rather far these two respects. hewed strongly 
this line approach the central cities, might find necessary scrap 
some the more humanitarian goals. 

city is, should be, living growing entity great diversity. has need 
its various parts: residential sections for high, low, and intermediate income 
housing; industrial areas various types; retailing and wholesaling areas; 
transportation facilities; recreation; etc. want neither residential nor indus- 
trial slums, and certainly desirable try eliminate those have, but 
can more evaluate the desirability each section the city the 
basis its tax yield than could expect that each section the human 
body would utilize comparable amount the blood supply. Nevertheless, 
despite the obvious disparities, each part the human body the munici- 
pal body important the whole. desire healthy condition each 
area order that the whole may healthy. 

When have economic, social, and governmental good health, becomes 
much easier achieve fiscal good health. 

not intend underrate the importance adequate tax revenue, but 
would like see the emphasis adjusting the tax system the economy 
and not the economy the tax system. 


The tax system both can, and times should, adjusted changing 
economy. try adjust the economy static tax system may seriously 
impair the viability the economy. Instead planning city for taxes, why 
not plan taxes for the city? 
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